INTERNAL CONTROLS OVER SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The (type of unit) did not have a proper system of internal control in place to prevent or detect and correct errors
on the Schedule of Expenditures of Federal Awards (SEFA). The (type of unit) should have proper controls in place over
the preparation of the SEFA to ensure accurate reporting of federal awards. Without a proper system of internal control in
place that operates effectively, material misstatements of the SEFA could remain undetected.

During the audit of the SEFA, we noted the following errors: (list material errors found during the audit). Audit
adjustments were proposed, accepted by the (type of unit), and made to the SEFA presented in this report. These
adjustments resulted in a presentation of the SEFA that is materially correct in relation to the financial statements.

Governmental units should have internal controls in effect which provide reasonable assurance regarding the
reliability of financial information and records, effectiveness and efficiency of operations, proper execution of
management’s objectives, and compliance with laws and regulations. Among other things, segregation of duties,
safeguarding controls over cash and all other assets, and all forms of information processing are necessary for proper
internal control.

Controls over the receipting, disbursing, recording, and accounting for the financial activities are necessary to
avoid substantial risk of invalid transactions, inaccurate records and financial statements and incorrect decision making.
(Accounting and Uniform Compliance Guidelines Manual for , Chapter _)

OMB Circular A-133, Subpart C, section .300 states in part: "The auditee shall: . . . (d) Prepare appropriate
financial statements, including the schedule of expenditures of Federal Awards in accordance with section .310."

OMB Circular A-133, Subpart C, section .310 (b) states:

"(b) Schedule of expenditures of Federal awards. The auditee shall also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee's financial statements. While not
required, the auditee may choose to provide information requested by Federal awarding agencies and pass-
through entities to make the schedule easier to use. For example, when a Federal program has multiple
award years, the auditee may list the amount of Federal awards expended for each award year separately.
At a minimum, the schedule shall:

(1) Listindividual Federal programs by Federal agency. For Federal programs included in a cluster
of programs, listindividual Federal programs within a cluster of programs. For R&D, total Federal
awards expended shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes of Health is a major
subdivision in the Department of Health and Human Services.

(2) For Federal awards received as a subrecipient, the name of the pass-through entity and
identifying number assigned by the pass-through entity shall be included.

(3) Provide total Federal awards expended for each individual Federal program and the CFDA
number or other identifying number when the CFDA information is not available.

(4) Include notes that describe the significant accounting policies used in preparing the schedule.

(5) To the extent practical, pass-through entities should identify in the schedule the total amount
provided to subrecipients from each Federal program.

(6) Include, in either the schedule or a note to the schedule, the value of the Federal awards
expended in the form of non-cash assistance, the amount of insurance in effect during the year,
and loans or loan guarantees outstanding at year end. While not required, it is preferable to
present this information in the schedule."



